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:LWKWKHLQYHQWRURI/LQX[KHUH
  WKH2SHQ6RXUFHFRPPXQLW\WDNHVRII
%\0DWHXV]3HUNRZVNL
) URP WKHDQFLHQWÀLQW VLFNOH WR WKH VXSHUFRPSXWHUWRROVKDYHVDWLV¿HGKXPDQQHHGV(YHQVR SHRSOH KDYH DQ LQKHUHQW IDVFLQDWLRQZLWK
SUREOHPVROYLQJWKDWVXUSDVVHVPHUHQHFHVVLW\&X
ULRVLW\DQGFRPSHWLWLRQIRUFHQHZPHWKRGVDQGLP
SOHPHQWVWRFRQWLQXDOO\EHFUHDWHGLPSURYHGXSRQ
RUVXSSODQWHGE\EHWWHUYHUVLRQV±DQGRFFDVLRQDOO\
WKH SURFHVV RI WHFKQRORJLFDO GHYHORSPHQW LWVHOI LV
UHYROXWLRQL]HG 3UHKLVWRULFKXPDQVSURPSWHGRQH
VXFK EUHDNWKURXJK E\ LQLWLDWLQJ SULPLWLYH VSHHFK
ZKLFK LQ WLPHZDV IROORZHGE\ZULWWHQZRUGV DQG
QXPEHUV7KLVGULYHWRFRGLI\DQGWUDQVPLWLQIRUPD
WLRQDOVRUHVXOWHGLQWKHPRVWUDGLFDOLQYHQWLRQRIRXU
WLPH,QVWHDGRIUHO\LQJRQJXWWXUDOVRXQGVRUFUXGH
V\PEROV KRZHYHU FRPSXWHUV FRPPXQLFDWH LQ WKH
ODQJXDJHRIPDWKHPDWLFV
,Q WKH HDUO\ \HDUV WKFHQWXU\ LQQRYDWRUV XVHG
YDFXXP WXEHV DQG SXQFK FDUG V\VWHPV WR RSHUDWH
SK\VLFDOO\HQRUPRXVEXWUHWURVSHFWLYHO\ZHDNFRP
SXWHUV%\WKHVLQFUHGLEO\FRPSDFWLQWHJUDWHG
FLUFXLWVUHSODFHGWKHVHFRQWUDSWLRQVDOORZLQJFRP
SXWHUV WR EH ³HGXFDWHG´ ZLWK FRQWHPSRUDU\ SUR
JUDPPLQJODQJXDJHV$WWKHYHU\FRUHWKRXJKWKH
SURFHVV UHPDLQV WKH VDPH7KHPDFKLQH WUDQVODWHV
FRPPDQGV LQWRD IRUPRIGDWD LWXQGHUVWDQGVRQD
IXQGDPHQWDOOHYHOWKHELQDU\VHTXHQFHDSDWWHUQRI
DQGYDOXHVWKDWFRPSHOVWKHFRPSXWHUWRH[HFXWH
YDULRXVIXQFWLRQV
$OWKRXJKEXLOWLQKDUGZDUHFRQWDLQVWKHFRPSXW
HU¶VHQWLUHSRWHQWLDOWKHPDFKLQH¶VXWLOLW\LVOLPLWHG
XQOHVVDSURJUDPPHUWHDFKHVLWWRWKLQNE\W\SLQJLQ
³VRXUFHFRGH´±DVHULHVRIGLUHFWLYHV,WLVVLPLODUWR
SDUHQWVWHDFKLQJWKHLUEDE\WRHDWZDONDQGWDONH[
FHSWWKHFRPSXWHU¶V&HQWUDO3URFHVVLQJ8QLWLVPXFK
PRUHREHGLHQW%RWKWKHFKLOGDQGWKHPDFKLQHDUH
SUHGLVSRVHGWROHDUQEXWQHHGJXLGDQFH
 $V OLJKWQLQJTXLFNPRGHUQ FRPSXWHUV UH
SODFHG WKH VORZ EHKHPRWKV RI \HVWHU\HDU WKH SUR
JUDPPLQJSRVVLELOLWLHVJUHZH[SRQHQWLDOO\3RZHU
IXOPDFKLQHVDQGFXWWLQJHGJH VRIWZDUH FRPELQHG
ZLWKDZRUOGZLGHQHWZRUNRIFRPSXWHUXVHUVKDYH
UHVXOWHG LQ XQSUHFHGHQWHG DFFHVV WR LQIRUPDWLRQ
)RU LQVWDQFH DVSLULQJPXVLFLDQV FDQ QRZ SURGXFH
DOEXPVRQDWLQ\EXGJHWDQGWKDQNVWRWKH,QWHUQHW
EURDGFDVW WKHLUFUHDWLRQIRU WKHHQWLUHZRUOG WRFUL
WLTXH
6XFKGUDVWLFWUDQVIRUPDWLRQLQHYLWDEO\OHGWRXS
KHDYDODVHYLGHQFHGE\WKHODZVXLWVEURXJKWDJDLQVW
WHHQDJHUV IRU LOOHJDOO\GRZQORDGLQJPXVLF)RU WKH
UHFRUG LQGXVWU\ WKH SUREOHP LV WKDW VRQJV FDQ QR
ORQJHUEHOLPLWHGWRDSK\VLFDOIRUPVXFKDVDFRP
SDFWGLVFRUFDVVHWWH7KH\QRZH[LVWLQDQHWKHUHDO
UHDOPZKHUHQRREVWDFOHVWRGXSOLFDWLRQDQGGLVWUL
EXWLRQH[LVW
7KHSKHQRPHQRQLVQHZWRWKHHFRQRPLFV\VWHP
PHUFKDQGLVHWKDWFDQLQVWDQWO\VHOIUHSOLFDWH,QWKH
ZRUOGRIVRIWZDUHWKLVKDVEHHQDSUHGLFDPHQWHYHU
VLQFHSHUVRQDOFRPSXWHUVEHFDPHZLGHO\DYDLODEOH
,IDFRPSDQ\VSHQGVPLOOLRQVRIGROODUVFUHDWLQJD
SURGXFWEXWHDFKFXVWRPHUZKREX\VLWFDQJLYHLW
DZD\ WRDQHQGOHVVQXPEHURI IDPLO\ IULHQGVDQG
FRZRUNHUVZLWKRXW DQ\ FRVW WRKLPVHOI KRZGRHV
WKH PDQXIDFWXUHU PDNH DQ\ PRQH\" 7R PLWLJDWH
WKH GDQJHU RI WKLV KDSSHQLQJ VRIWZDUH FRPSDQLHV
HQFRGH GXSOLFDWLRQ OLPLWV LQWR WKHLU SURJUDPV DQG
UHTXLUH OLFHQVHDJUHHPHQWV+RZHYHUVRPHSHRSOH
DUJXHWKHPDLQVWUHDPV\VWHPRIVHOOLQJLQIRUPDWLRQ
LVQ¶WRQO\XQIDLUEXWDOVRLQHI¿FLHQW
$1HZ'LUHFWLRQIRU,QIRUPDWLRQ7HFKQRORJ\
6 RXUFHFRGHFRQWUROVHYHU\WKLQJIURPWKHFRPSXWHU¶V EDVLF RSHUDWLQJ V\VWHP WR DX[LOLDU\IXQFWLRQV OLNH ZRUG SURFHVVLQJ SURJUDPV
0DQ\ SURIHVVLRQDOV LQ WKH LQIRUPDWLRQ WHFKQRORJ\
¿HOG EHOLHYH WUHDWLQJ FRSLHV RI GDWD DV FRPPRGL
3DJH0HWURVFDSH
WLHVLVLQKHUHQWO\DUWL¿FLDODQGWKHVWUXFWXUHRIVRIW
ZDUHGHYHORSPHQWDQGFRPPHUFHPXVWFKDQJH7KLV
³RSHQVRXUFH´PRYHPHQWGRHVQ¶WQHFHVVDULO\UHTXLUH
VRIWZDUHWREHIUHH5DWKHULWFDOOVIRUWKHXQGHUO\
LQJ FRGH WR EH DFFHVVLEOH WR HYHU\RQH %\ GHIDXOW
WKLVPD\FDXVHDSURJUDPRURSHUDWLQJV\VWHPWRFRVW
QRWKLQJ WR UHSURGXFH EXW WKDW LVQ¶W WKH SRLQW 7KH
RSHQVRXUFHPRYHPHQW¶VXOWLPDWHSKLORVRSK\SDUDO
OHOV WKH)LUVW$PHQGPHQWRI WKH86&RQVWLWXWLRQ
WKHH[FKDQJHRILGHDVVKRXOGQRWEHUHSUHVVHG
³,I,PDNHWUDFWRUVIRUDOLYLQJP\SUR¿WLVQ¶WIURP
VXSHUVHFUHWWUDFWRUVDXFH,W¶VEHFDXVHLWWDNHVDORW
RIPHWDODQGDORWRISHRSOHEDQJLQJRQLWWRPDNHD
WUDFWRU´VD\V%DUW0DVVH\D3RUWODQG6WDWH8QLYHU
VLW\ SURIHVVRU VSHFLDOL]LQJ LQ RSHQ VRXUFH WHFKQRO
RJ\³7KDWLVQ¶WWUXHKHUH2QFH\RXEXLOGRQHWUDF
WRU\RX¶YHJRWDOOWKHWUDFWRUV\RXFRXOGHYHUZDQW
LQ¿QLWHO\6RIWZDUHLVWUHDWHGLQWKHODZOLNHSURSHUW\
EXWVRIWZDUHGRHVQ¶WDFWYHU\PXFKOLNHSURSHUW\´
0DVVH\LVFXUUHQWO\SDUWLFLSDWLQJLQDMRLQWSURMHFW
EHWZHHQ 368 DQG2UHJRQ6WDWH8QLYHUVLW\ WR SUR
PRWHRSHQ VRXUFH UHVHDUFK GHYHORSPHQW DQG HGX
FDWLRQ7KHSURJUDPLVIXQGHGE\DJUDQW
IURP*RRJOH)URPWKHSHUVSHFWLYHRIVRPHRQHLQ
YROYHG LQ WKHPRYHPHQW VLQFH LWV LQIDQF\0DVVH\
WKLQNVRSHQVRXUFHZLOOFRQWLQXHWRVXFFHHGEHFDXVH
LWUHVRQDWHVVWURQJO\ZLWKWKHPLQGVHWRIPDQ\SUR
JUDPPHUV/LNHÀHGJOLQJQRYHOLVWVQRYLFHSURJUDP
PHUVPXVWDFTXLUHDQXQGHUVWDQGLQJRIWKHODQJXDJH
6KDULQJRQH¶VFUHDWLRQZKHWKHULW¶VDVKRUWVWRU\RU
UXGLPHQWDU\FRPSXWHUSURJUDPLVQHFHVVDU\IRUDQ
DUWLVWWRJDLQIHHGEDFNDVZHOODVSUHVWLJH$V\RXQJ
SURJUDPPHUVSROLVKWKHLUDELOLWLHVDQGJHWMREVPDQ\
FRQWLQXH WR VHHN RXWVLGH FULWLFLVP DQG ODUJHVFDOH
FROODERUDWLRQ±WKHYHU\EDVLVRIRSHQVRXUFHGHYHO
RSPHQW
³3HRSOHKDYHEHHQZULWLQJDQGJLYLQJDZD\VRIW
ZDUH IRU D ORQJ WLPH EHIRUH WKHUHZHUH DQ\ IDQF\
QDPHVRUOLFHQVHVIRULW´VD\V0DVVH\³7KHKREE\
LVWVKDYHEHHQGRLQJWKLVEHIRUHWKHUHZDVDQ\PRQH\
LQLW MXVWDVDZD\WRLPSURYHWKHLUVNLOOVKDYHIXQ
ZLWKWKHLUIULHQGVDQGWROHDUQVWXII,W¶VTXLWHDQHJR
WULSWRSXW WRJHWKHUVRPHUHDOO\JUHDWSLHFHRIFRGH
DQGVKRZLWWRDOO\RXUIULHQGVDQGKDYHWKHPEHLP
SUHVVHGE\LW´
2SHQ6RXUFH*URZWKLQ2UHJRQ
% \ GH¿QLWLRQ WKH RSHQ VRXUFH FRPPXQLW\ RISURJUDPPHUV LV D QHEXORXV VRFLHW\ VSUHDGDFURVV WKHJOREH3URSHOOHGE\DEOHQGRIDO
WUXLVP DQG ULYDOU\ IRU \HDUV WKH\ KDYH JHQHUDWHG
FRPSXWHU SURJUDPV RXWVLGH WKHPDLQVWUHDP FRUSR
UDWHPRGHOE\FRPPXQLFDWLQJRQOLQH%XWLQUHFHQW
\HDUVRSHQVRXUFHDFWLYLW\KDVEHJXQWRFRDJXODWHLQ
FHUWDLQFLWLHVDQGUHJLRQVSDUWLDOO\GXHWRDVXUJHLQ
FRPPHUFLDOLQYHVWPHQWLQWKHWHFKQRORJ\
3RUWODQG±DORQJZLWKFLWLHVLQ7H[DV*HUPDQ\WKH
1HWKHUODQGV-DSDQDQGRWKHUDUHDV±KDVEHFRPHD
SURPLQHQW KXE 2QH SODXVLEOH H[SODQDWLRQ LV WKDW
RSHQVRXUFHLVDQRXWJURZWKRIWKHUHJLRQ¶V\HDU
KLVWRU\ RI KLWHFK LQQRYDWLRQ(YHU VLQFH7HNWURQL[
FDPH RXW ZLWK WKH ¿UVW WULJJHUHG RVFLOORVFRSH LQ
3RUWODQGKDVSURYHQWREHDIHUWLOHJURXQGIRU
WKH WHFKQRORJ\ LQGXVWU\$V ZRUOGZLGH LQWHUHVW LQ
RSHQVRIWZDUHPRXQWVLW¶VRQO\QDWXUDOWKDWFRPSD
QLHVZLWKDIRRWKROGLQWKHPHWURVFDSHEHFRPHVWDNH
KROGHUV LQ WKH PRYHPHQW $OVR EHFDXVH SK\VLFDO
ORJLVWLFVDUHSUDFWLFDOO\QRQH[LVWHQWIRURSHQVRXUFH
GHYHORSPHQWWKHLVVXHRIOLYDELOLW\FDQEHDKLJKHU
SULRULW\IRUHPSOR\HUVZKRKRSH WREHPDJQHWVIRU
LPDJLQDWLYHZRUNHUV
³2UHJRQDWWUDFWVFUHDWLYHSHRSOHZKRDUHFDSDEOH
RI WKLQNLQJ LQ D QHZ SDUDGLJPPRUH HDVLO\´ VD\V
'DQ)U\HYLFHSUHVLGHQWRIWKH,%0/LQX[7HFKQRO
RJ\&HQWHULQ%HDYHUWRQ7KHFHQWHULVFRPSRVHGRI
GR]HQVRIRI¿FHVRQ¿YHGLIIHUHQWFRQWLQHQWVEXWWKH
ORFDOEUDQFKLVKRPHWR,%0¶VOHDGLQJGHYHORSHUVRI
/LQX[±DUHYROXWLRQDU\RSHQVRXUFHRSHUDWLQJV\V
WHP
7KHFRPSDQ\GLGQ¶WFRPHWR3RUWODQGVSHFL¿FDOO\
EHFDXVHRIWKHUHJLRQ¶VUHSXWDWLRQDVDIRUHUXQQHULQ
WKH ¿HOG KRZHYHU ³,WZDV KDSSHQVWDQFH ,%0 DF
TXLUHG6HTXHQW>&RPSXWHU6\VWHPVLQ@ZKLFK
KDG ZRUOGFODVV 8QL[ HQJLQHHUV´ VD\V )U\H ³:H
WXUQHGWKHPRQWR/LQX[DQGDVLWWXUQHGRXW,QWHO
DOVRKDGWKHLU/LQX[>EDVH@KHUH´,QWLPHLWEHFDPH
DSSDUHQWWKDWVHYHUDOPDMRUWHFKQRORJ\FRPSDQLHVLQ
3RUWODQGXQGHUVWRRGWKHSRVVLELOLWLHVDQRSHQVRXUFH
RSHUDWLQJV\VWHPFRXOGKDYHIRUKDUGZDUH,QRWKHU
ZRUGVWKH\UHDOL]HGLWZRXOGPDNHWKHLUFRPSXWHUV
FKHDSHUWRRSHUDWH
:KLOHWKHDEVHQFHRIOLFHQVH
IHHVREYLRXVO\SOD\VDSDUWLQ
/LQX[¶V DSSHDO WR YHQGRUV LW
LV KDUGO\ WKH RQO\ EHQH¿W RI
WKHRSHUDWLQJ V\VWHP%\ OLE
HUDWLQJ WKH VRIWZDUHZULWLQJ
SURFHVV/LQX[LVDEOHWRWDSD
GHHSZHOORIH[SHUWLVHDPRQJ
SURJUDPPHUV7KHFUHDWLRQRI
RSHQ VRXUFH FRGH LV D FRP
PXQLW\HIIRUWEXWLW¶VDOVRVXU
YLYDO RI WKH ¿WWHVW +XQGUHGV
RISURJUDPPHUVIURPYDULRXV
FRPSDQLHVDUHDEOHWRPDQLS
XODWH/LQX[EXWRQO\WKHPRVW
SXUSRVHIXO DQGZHOOGHVLJQHG
3RUWODQG6WDWH8QLYHUVLW\
VEXVLQHVVDFFHOHUDWRU
0HWURVFDSH3DJH
FKDQJHV DUH LQFRUSRUDWHG LQWR WKH ¿QDO SURGXFW
6XFKPHWKRGRORJ\ZRXOG FDXVH FRPSOHWH FKDRV LI
SHRSOHZHUHEXLOGLQJDKRXVHRUFDU:LWKVRIWZDUH
RQWKHRWKHUKDQG
LW RQO\ VSHHGV XS
SURJUHVV 7KHUH LV
QR FRQFHUQ DERXW
NHHSLQJ WKH LQ
IRUPDWLRQ SURSUL
HWDU\ VR SRVVLEOH
LPSURYHPHQWVFDQ
EH UHOHDVHG DQG
ZLGHO\ HYDOXDWHG
DVVRRQDVWKH\EH
FRPHDYDLODEOH
$QRWKHU SDUD
GR[ RI RSHQ
VRXUFH GHYHORS
PHQW LV WKDW¿HUFH
DGYHUVDULHV FDQ
FRRSHUDWHSURGXFWLYHO\3URJUDPPHUVIURPFRPSHW
LQJFRPSDQLHVODFNDQLQFHQWLYHWRXQGHUPLQHHDFK
RWKHUVLPSO\EHFDXVHDQ\PDOLFLRXVFRGHZRXOGLP
PHGLDWHO\EHFDVWDVLGH³,I,%0SURJUDPPHUVZULWH
FRGHWKDWFDXVHV/LQX[WRZRUNVORZO\RQ+HZOHWW
3DFNDUGPDFKLQHV WKH FRPPXQLW\ZRXOG UHMHFW LW
+3LVDPDMRUFRPSHWLWRUEXWZHZRUNWRJHWKHURQ
WKHGHYHORSPHQWRI/LQX[DQGWKHQZHFRPSHWHLQ
WKHPDUNHWSODFHEDVHGRQVHUYLFHDQGWKHEHVWKDUG
ZDUH´VD\V)U\H
7KURXJKFRUUHVSRQGHQFHRQ,QWHUQHWPDLOLQJOLVWV
SURJUDPPHUVFRQWHQGZLWKHDFKRWKHU WRHDUQSHU
VRQDOUHFRJQLWLRQDQGUDQNLVGHWHUPLQHGE\DFFRP
SOLVKPHQWLQVWHDGRISROLWLFVVHQLRULW\RUFRUSRUDWH
DI¿OLDWLRQ³<RXUFUHGLELOLW\ LVZUDSSHGXS LQ LW ,I
\RXZULWHJRRGFRGHDQGJLYHJRRGFRPPHQWV\RX
PRYHXSLQWKHFRPPXQLW\´KHVD\V³,I\RXKDYH
EDGFRGHDQGEDGTXRWHV\RXZLOOJHWEXUQHG3HR
SOHZLOOOHDUQWRLJQRUH\RX´
$OWKRXJKKDUGZDUHYHQGRUVOLNH,%0,QWHO1(&
DQG+HZOHWW3DFNDUGDPRQJRWKHUVVDZWKHRSSRU
WXQLW\WRSUR¿WIURPWKLVXQXVXDOG\QDPLFWKHRSHQ
VRXUFH FRPPXQLW\ZDV LQLWLDOO\ZDU\ RI FRUSRUDWH
LQWHUHVWVEHFRPLQJLQYROYHGLQWKHGHYHORSPHQWRI
/LQX['HVSLWHWKHHQWLFHPHQWV±VXFKDVWKHRSSRU
WXQLW\WRWHVWWKHRSHUDWLQJV\VWHPRQPRUHSRZHUIXO
FRPSXWHUV±WKHIHDUZLWKLQWKHPRYHPHQWZDVWKDW
ELJ FRPSDQLHVZRXOG XVXUS/LQX[ DQG UHVWULFW WKH
RSHQQHVVRIWKHGHYHORSPHQWSURFHVV7REULGJHWKH
GLYLGH EHWZHHQ FRUSRUDWLRQV DQG /LQX[ SURJUDP
PHUV DQ LQGHSHQGHQW %HDYHUWRQEDVHG QRQSUR¿W
RUJDQL]DWLRQZDVIRUPHGLQ
³/LQX[GHYHORSHUVLQWKHRSHQVRXUFHFRPPXQLW\
DURXQG WKH ZRUOG ZHUH SULPDULO\ GRLQJ WKLV WKLQJ
RXW RI SDVVLRQ 7KH\ ZHUH GRLQJ WKHVH WKLQJV RII
KRXUVEHFDXVHLWZDVQ¶WWKHLUGD\MRE$WWKHWLPH
WKHGHYHORSHUVGLGQ¶WQHFHVVDULO\WUXVW WKHYHQGRUV
DQG WKHYHQGRUVGLGQ¶W WKLQN WKHGHYHORSHUVZRXOG
JLYHWKHPDFKDQFH6RWKH\IRUPHGWKLVQRQSUR¿W
RUJDQL]DWLRQ WKH 2SHQ 6RXUFH 'HYHORSPHQW /DE
26'/´ VD\V6WXDUW&RKHQ&KLHI([HFXWLYH2I
¿FHURI26'/³7KHLGHDZDVWKDWWKHGHYHORSPHQW
FRPPXQLW\FRXOGFRPHUXQWKHLUSURMHFWVLQDQRQ
SUR¿WYHQGRUQHXWUDOHQYLURQPHQWWRVHHKRZWKHLU
FRGHZDVUXQQLQJRQELJJHUEHWWHUPDFKLQHV´
&RKHQVD\VWKDWLQWKHHQVXLQJ\HDUV26'/JUHZ
WR RYHU PHPEHU FRPSDQLHV WKDW KLUHGPDQ\ RI
WKH IUHHODQFH RSHQ VRXUFH SURJUDPPHUV /LQX[¶V
SHUIRUPDQFHRQWKHJURXS¶VVHUYHUV±SRWHQWFHQWUDO
PDFKLQHVWKDWOLQNFRPSXWHUQHWZRUNVZLWKGDWDEDV
HVRUVRIWZDUHSURJUDPV±FRQ¿UPHGWKHRSHUDWLQJ
V\VWHPZDVSHUIHFWO\VXLWHGIRUODUJHYHQWXUHV7KH
TXHVWLRQWKHQEHFDPHKRZWRH[SDQGRSHQVRIWZDUH
LQWRRWKHUPHGLDVXFKDVFHOOSKRQHV$70VHPEHG
GHGGHYLFHVDQGRIFRXUVHGHVNWRSVDQGODSWRSV
/LQX[RQD*OREDO6FDOH'DYLGDQG*ROLDWK"

$ FFRUGLQJ WR ,QWHUQDWLRQDO 'DWD &RUSRUDWLRQVWDWLVWLFV SURYLGHG E\ ,%0 WKH JURZWK UDWHRIWKHHQWLUH/LQX[PDUNHWLVDERXWSHU
\HDU%\  LW LV DQWLFLSDWHG WR WRS  ELOOLRQ
7KDWVDPH\HDU/LQX[LVH[SHFWHGWRFODLPRI
VHUYHU RSHUDWLQJ V\VWHP VKLSPHQWVZKLFK LV HLJKW
SRLQWVKLJKHUWKDQLWVFXUUHQWVKDUH7KHSHUFHQWDJH
RISHUVRQDOFRPSXWHUVUXQQLQJ/LQX[LVVWLOOPLQXV
FXOHEXWH[SHUWVOLNH368¶V%DUW0DVVH\EHOLHYHWKH
RSHUDWLQJV\VWHPZLOOHYHQWXDOO\JDLQWUDFWLRQLQWKH
FRQVXPHUPDUNHWDVZHOO*HQHUDOO\WKHSRSXODWLRQ
JHWVPRUHFRPSXWHUVDYY\ZLWKHDFKSDVVLQJ\HDU
$V UHJXODU FLWL]HQV IROORZ LQ WKH IRRWVWHSVRI WKHLU
JHHNSUHGHFHVVRUVLW¶VRQO\DPDWWHURIWLPHEHIRUH
WKH\VWXPEOHXSRQ/LQX[DQGRWKHURSHQVRXUFHVRIW
ZDUH
³,QWKHEDFNURRPLQWHUQHWVHUYHUZRUOGLW¶VWDNLQJ
RYHU 7KH PRUH WHFKQLFDOO\ NQRZOHGJHDEOH SHRSOH
DUHWKHPRUHOLNHO\WKH\DUHWREHLQWHUHVWHGLQDOWHU
QDWLYHV´VD\V0DVVH\³2QHRIWKHFRQIXVLQJWKLQJV
DERXWRSHQVRXUFHLVWKDWWKHUHDUHDORWRIFKRLFHV
)RUEHJLQQHUVKDYLQJ WKHFKRLFHVPDGHIRU\RX LV
YHU\QLFH$V\RXJHWLQWRLW\RXEHJLQWRDSSUHFLDWH
ÀH[LELOLW\´
7KHGD\ZKHQWKH:LQGRZVORJREHFRPHVDUDUH
VLJKWRQFRPSXWHUVFUHHQVLVQ¶WOLNHO\WRGDZQDQ\
WLPH VRRQ (YHQ VR WKH FOLPELQJ VWDWXV RI /LQX[
DPRQJ VHUYHU XVHUV VKRZV0LFURVRIW¶V GRPLQDWLRQ
LV QRW LPSHQHWUDEOH ,Q UHVSRQVH WR WKLV FKDOOHQJH
IURP WKH RSHQ VRXUFH PRYHPHQW WKH FRUSRUDWLRQ
6WXDUW&RKHQ&KLHI([HFXWLYH2IILFHURI26'/
3DJH0HWURVFDSH
KDVFUHDWHGDZHEVLWHZZZJHWWKHIDFWVFRPDLPHG
WRGHEXQNSUDLVHIRU/LQX[7KHWRQHLVQ¶WSXVK\RU
GHVSHUDWHEXWWKHIDFW0LFURVRIWZHQWWRWKLVOHQJWK
LQGLFDWHVWKHLUOHYHORIFRQFHUQ$IWHUDOOJUDVVLVDO
ZD\VJUHHQHURQWKHRWKHUVLGHDQGFXVWRPHUVZLOO
OLNHO\EHWHPSWHGWRSHDNRYHUWKHIHQFH,IWKH\GR
0LFURVRIWQHHGV WR HQVXUH WKH\KHDUPRUH WKDQ WKH
RSHQVRXUFHVLGHRIWKHVWRU\
³7KH\DUHDWKUHDWEXWHYHU\ERG\LVIUHHWRFRP
SHWH´VD\V%LOO$OOHQDSDUWQHUDFFRXQWPDQDJHUDW
0LFURVRIW³,WNHHSVHYHU\ERG\KRQHVW´$OOHQZRUNV
ZLWK VXEVLGLDU\ FRPSDQLHV WKDW KHOS0LFURVRIW GH
YHORSDQGGLVWULEXWHVRIWZDUH±KHLVQRWDFRPSDQ\
VSRNHVPDQ VR HYHU\ RSLQLRQ LV HQWLUHO\ KLV RZQ
)URP ZKDW KH¶V VHHQ DURXQG WKH RI¿FH KRZHYHU
LW¶VFOHDUWKHFRPSDQ\FRQVLGHUV/LQX[DIRUFHWREH
UHFNRQHGZLWK
³0LFURVRIWPDQDJHPHQW KDV EHHQ UHDOO\ RSHQ WR
PHHWLQJZLWKRSHQVRXUFHFXVWRPHUV:KHQWKHH[
HFVFRPHWRWRZQWKH¿UVWWKLQJWKH\DVNIRULVµ7DNH
XVWR\RXUODWHVWRSHQVRXUFHFXVWRPHU¶´VD\V$OOHQ
³:HZDQWWRVLWGRZQGLVFXVVLWZLWKWKHPDQG¿QG
RXWZKHUHWKHLUVXFFHVVLV,W¶VQRWDVDOHVWKLQJLW¶V
MXVW WR¿JXUHRXWZKDW¶V JRLQJRQ0LFURVRIW LV DO
ZD\VWU\LQJWR¿JXUHRXWZKHUHWKH\VKRXOGLQYHVW´
$OWKRXJK WKH HDUWK VKLIWHG EHQHDWK 0LFURVRIW¶V
IHHW LQ WKHVHUYHUPDUNHWSODFH WKHFRPSDQ\NQRZV
LW VWLOO KROGV WKH RYHUDOO KLJKHU JURXQG 0LFURVRIW
RI¿FH WRROV KDYH LQFRPSDUDEO\ JUHDWHUPRPHQWXP
WKDQ HYHQ WKHPRVW SRSXODU RSHQ VRXUFH SURGXFWV
VR FRUSRUDWLRQV DQG LQGLYLGXDOV WKDW UHO\ RQ ([
SORUHU:RUG2XWORRN([FHODQG3RZHU3RLQWPD\
EHUHOXFWDQWWRSDUWZLWKWKHVHSURJUDPVLQIDYRURI
DQXQNQRZQV\VWHP³/DUJHDFFRXQWVDUHXVLQJQRW
MXVWRXULQIUDVWUXFWXUHEXWRXUEXVLQHVVDSSOLFDWLRQV
:H¶UHJURZLQJIDVWHULQWKDWWKDQZHDUHLQDQ\WKLQJ
HOVH´VD\V$OOHQ
+H DGGV WKDW FOLHQWV VKRXOGQ¶W EH VZD\HG E\ WKH
IUHHGRPIURPOLFHQVHIHHVEHFDXVH/LQX[DQGRWKHU
RSHQVRXUFHSURJUDPVFRVWPRUHWRPDLQWDLQLQ WKH
ORQJUXQ7RDFKLHYHWKHVDPHOHYHORIUHOLDEOHVXS
SRUWWKDW0LFURVRIWSURYLGHVFRPSDQLHVZRXOGQHHG
WRKLUHDGGLWLRQDOHPSOR\HHVWRNHHSWKHV\VWHPRSHU
DWLQJVPRRWKO\3HUVRQDOFRPSXWHUXVHUVRQWKHRWK
HUKDQGZRXOGEHOHIWWRURDPWKHLQVFUXWDEOHVSKHUH
RIRQOLQHPDLOLQJOLVWVHQWLUHO\E\WKHPVHOYHV³:KHQ
\RXXVHRSHQ VRXUFH\RXKDYH WRXVHSUHWW\PXFK
ZKROHWHDPVRIGHYHORSHUV´$OOHQVD\V
2SHQ6RXUFH%XVLQHVV%H\RQG2SHUDWLQJ6\VWHPV
2 Q WKH VXUIDFH$OOHQ¶V REVHUYDWLRQ LV FRUUHFW7KHDELOLW\WRPDQLSXODWHVRXUFHFRGHDQG¿[EXJVRQHVHOIPD\HQWKUDOODQLQGL
YLGXDOOLNH0DVVH\EXWLWVHHPVGDXQWLQJWRWKHOD\
SHUVRQ6FRXULQJWKURXJKWKRXVDQGVRIOLQHVRIFRGH
WRGHWHUPLQHZK\DFRPSXWHUFUDVKHVHYHU\ WLPHD
FHUWDLQSURJUDP LV ODXQFKHG LVQ¶W VRPHWKLQJ DQRU
GLQDU\SHUVRQLVZLOOLQJWRGR)RUVRPHFRPSDQLHV
KRZHYHU WKH GLVSDULW\ LQ H[SHUWLVH EHWZHHQ SUR
JUDPPHUVDQGXVHUVRIRSHQVRXUFHVRIWZDUHZDVQ¶W
SHUFHLYHGDVDQLQVXUPRXQWDEOHJDS7KH\VDZLWDV
DQXQIXO¿OOHGPDUNHW
)LUPV VXFK DV 5HG +DW IRXQGHG LQ  KDYH
EXLOW WKHLU EXVLQHVVPRGHOV DURXQG VHOOLQJ VHUYLFHV
DQGVXSSRUWIRUFRPSXWHUSURJUDPVFUHDWHGE\RWKHU
FRPSDQLHV7KHSURVSHFWRIUHO\LQJRQDQXQGH¿QHG
FRPPXQLW\RISURJUDPPHUVIRUVXSSRUWPDNHVPDQ\
EXVLQHVV RZQHUV XQFRPIRUWDEOH :LWKRXW LQKRXVH
H[SHUWV WKH\¶G SUHIHU WR GHSHQG RQ DQ HVWDEOLVKHG
HQWLW\ ± ZKLFK LV ZKHUH FRPSDQLHV OLNH 5HG +DW
VWHSLQ³7KH\EXQGOHXSDEXQFKRIIUHHVWXIIPRVW
RIZKLFK WKH\ GLGQ¶WZULWH DQG VD\ µ,I \RX EX\ LW
IURPXVLQWKLVVKLQ\ER[ZLWKWKHSUHWW\SDFNDJLQJ
\RX¶OODOVRJHWVRPHVXSSRUWDQGVRPHXSJUDGHVDV
WKH\EHFRPHDYDLODEOH´VD\V%DUW0DVVH\³<RXJHW
VRPHWKLQJWKDWPDNHVQHZFXVWRPHUVRUFRPPHUFLDO
FXVWRPHUV IHHOPRUH FRPIRUWDEOH DERXWXVLQJRSHQ
VRXUFH7KH\ZDQWVRPHERG\ZKRWKH\FDQLGHQWLI\
DVWKHSHUVRQUHVSRQVLEOH´
6RIWZDUHFRPSDQLHVDOVRGHULYHJDLQIURPWKHLUDU
UDQJHPHQWZLWK5HG+DW3HRSOHPD\VXEVFULEHIRU
WKHVHUYLFHEHFDXVHRI/LQX[EXWWKHQGLVFRYHURWKHU
RSHQ VRXUFH WRROV DYDLODEOH WKURXJK WKH FRPSDQ\
7KLV XSDQGFRPLQJ PDUNHW KDV FRPSHOOHG ¿UPV
OLNH 7ULSZLUH D 3RUWODQGEDVHG FRPSXWHU VHFXULW\
FRPSDQ\WRUHOHDVHWKHVRXUFHFRGHWRWKHLUVRIWZDUH
GHVSLWHWKHULVNV6LQFH7ULSZLUH¶VVHFXULW\SURJUDP
ZDV¿UVWGHYHORSHGLQWKHHDUO\V LWKDGRSHU
DWHGXQGHU OLFHQVHVWKDWDOORZHGWKHVRXUFHFRGHWR
EH UHSURGXFHG IRU DFDGHPLF SXUSRVHV EXW QRW VROG
 
	

	

	

	

	

   
0
LOO
LR
QV
LQ
8
6
\HDU&$*5
/LQX[UHYHQXHVDUHSURMHFWHGWRWRSELOOLRQLQWZR\HDUV
6RXUFH26'/
0HWURVFDSH3DJH
FRPPHUFLDOO\$V SDUW RI LWV SDUWQHUVKLSZLWK 5HG
+DWDQGVHYHUDORWKHUFRPSDQLHV7ULSZLUHRI¿FLDOO\
RSHQHGLWVFRGHLQ
$FFRUGLQJWR,QIRUPDWLRQ6HFXULW\DQHQWHUSULVH
VHFXULW\ PDJD]LQH WKH DYDLODELOLW\ RI 7ULSZLUH¶V
VRXUFH FRGH KDV VSDZQHG VHYHUDO SRSXODU FORQHV
7KH FRPSDQLHV SURGXFLQJ WKHVH SURJUDPV GRQ¶W
MXVWGXSOLFDWH7ULSZLUHDQGVHOO LWEXW UHZULWH LW WR
¿WGLIIHUHQWSUHIHUHQFHVVXFKDVUHPRYLQJVHOGRP
XVHG IXQFWLRQV WR LQFUHDVH HI¿FLHQF\(YHQ WKRXJK
WKHVH¿UPVDUHEDVLFDOO\XVLQJ7ULSZLUH¶VRZQFRGH
WRZRUNDJDLQVWLWLW¶VXQOLNHO\WKH\ZLOODFKLHYHWKH
FRPSDQ\¶V VWDWXV 8OWLPDWHO\ 7ULSZLUH RSHQHG LWV
SURGXFW WR DQ HQRUPRXVPDUNHW DW WKH FRVW RI FUH
DWLQJD IHZFRQWHQGHUV WKDWGRQ¶W WUXO\ WKUHDWHQ LWV
SRZHU ³2UGLQDULO\ DQ LQÀX[RI RSHQVRXUFH FRP
SHWLWLRQZRXOGEHVHHQDVDWKUHDWWRDFRPPHUFLDO
YHQGRU´ZULWHV3HWH/RVKLQLQ,QIRUPDWLRQ6HFXULW\
³+RZHYHU 7ULSZLUH VHHPV UHODWLYHO\ XQFRQFHUQHG
DERXWULYDOVQLSSLQJDWLWVKHHOV´
6PDOOHU VRIWZDUHFRPSDQLHVDOVR IDFH WKHSRVVL
ELOLW\RIFRPSHWLWRUVDSSURSULDWLQJWKHLURSHQVRXUFH
FRGHEXWZLWKRXW7ULSZLUH¶VORQJHYLW\WKHHYHQWXDO
LW\FDQEHGLVDVWURXV7KHLUEHVWUHFRXUVHLVVLPSO\
WRDGYDQFHWKHLUSURGXFWDWDSDFHWKDWLVXQIHDVLEOH
IRUDQRWKHUFRPSDQ\WRNHHSXSZLWK±WKHVWUDWHJ\
DGRSWHGE\&RPSLHUHDVRIWZDUH¿UPEDVHGLQWKH
3RUWODQG6WDWH%XVLQHVV$FFHOHUDWRU7KHFRPSDQ\¶V
EXVLQHVVPRGHO LVDW\SLFDOEHFDXVHQRHPSKDVLV LV
SODFHGRQ VHOOLQJ VRIWZDUH7KH\ IRFXVFRPSOHWHO\
RQ GHYHORSPHQW DQGPDLQWHQDQFH DQG XVH SDUWQHU
FRPSDQLHV DV WKHLU VDOHV DUP ,Q HIIHFW WKLV V\P
ELRVLVGHWUDFWVFRPSDQLHVIURPFORQLQJ&RPSLHUH¶V
VRIWZDUH 5DWKHU WKDQ VXEVXPH WKH VRXUFH FRGH
¿UPVWKDWZDQWWRPDNHPRQH\IURPVHOOLQJVHUYLFHV
IRU&RPSLHUH FDQ VLPSO\ HQOLVW DV SDUWQHUV:KLOH
FRPSHWLWRUVZRXOGQHHGWRZRUU\DERXWKLULQJHQJL
QHHUVWRXSGDWHDQGEXLOGXSRQWKHVRIWZDUHSDUWQHU
FRPSDQLHVOHDYHDOOWKDWWR&RPSLHUH
³,W GRHVQ¶WPDNHEXVLQHVV VHQVH WR WDNH >&RPS
LHUH¶VVRXUFHFRGH@DQGUXQZLWKLW,I\RXWDNHLWDQG
UXQZLWKLW\RX¶GKDYHWRGRVRPHWKLQJWKDW\RX¶G
JHW RWKHUZLVH IRU IUHH´ VD\V -RUJ -DQNH WKH FRP
SDQ\¶V IRXQGHU³7KHUH¶VRQO\KRXUV LQ WKHGD\
DQG\RXQHHG WRFRQFHQWUDWHRQGLIIHUHQW WKLQJV ,W
VLPSO\PDNHVPRUHEXVLQHVVVHQVHWRFRQFHQWUDWHRQ
WKHYDOXHDGGHGUDWKHUWKDQWKHEDVLF´
&RPSLHUH SURGXFHV ERWK (QWHUSULVH 5HVRXUFH
3ODQQLQJ(53VRIWZDUHIRUJHQHUDOEXVLQHVVPDQ
DJHPHQW DQG&XVWRPHU5HODWLRQV0DQDJHU &50
VRIWZDUHIRUVDOHVDVVLVWHGSURFHVVHVLQZHEVLWHVRU
FDOO FHQWHUV:KHQ FXVWRPHUV VLJQ XS IRU DQ (53
RU&50EXQGOHIURPRQHRISDUWQHUFRPSDQLHV
ZRUOGZLGHWKHLUSD\PHQWLQFOXGHVVXSSRUWDQGVHU
YLFHVIURP&RPSLHUH$OWKRXJK&RPSLHUHSURYLGHV
WKHSURJUDP¶VEDVLFIUDPHZRUNLWVSDUWQHUVDUHIUHH
WRGHYHORSVRIWZDUHDGGRQV WRGHDOZLWK WKHLUFOL
HQWV¶VSHFL¿FQHHGV±GHSHQGLQJRQWKHOLFHQVHHYHQ
SURSULHWDU\DGGRQVFDQEHFUHDWHGIRURSHQVRXUFH
VRIWZDUH7KLVSRVHVQRSUREOHP WR -DQNH VLQFH LW
H[SDQGVWKHVRIWZDUH¶VIXQFWLRQZLWKRXWLQYHVWPHQW
IURP&RPSLHUH³:HDUHDQHQDEOLQJWHFKQRORJ\VR
WKHPRUHXVDEOHLWLVWKHEHWWHULWLVIRUXV´KHVD\V
7KHPDLQ UHDVRQ -DQNHGHFLGHG WR VWDUW DQRSHQ
VRXUFH FRPSDQ\ZDV WRZLGHQKLV SURGXFWV¶ DYDLO
DELOLW\LISHRSOHFRXOGKDYHWRSQRWFKVRIWZDUHIRU
IUHHDW WKHFOLFNRI DEXWWRQ&RPSLHUHZDVERXQG
WRFDWFKRQ6RIDUWKHWKHRU\KDVSURYHQWREHFRU
UHFW±WKHUHKDYHEHHQRYHUDPLOOLRQGRZQORDGVRI
WKH VRIWZDUHPDNLQJ&RPSLHUH ³WKHSUHPLHURSHQ
VRXUFHEXVLQHVVDSSOLFDWLRQ´-DQNHVD\V³7KHPDLQ
PRWLYHIRUXVZDVWRJHWYHU\EURDGH[SRVXUH,I\RX
MXVWEXLOGDEHWWHUPRXVHWUDSLWGRHVQ¶WPHDQ\RX¶UH
JRLQJ WR KDYH VXFFHVV XQIRUWXQDWHO\2SHQ VRXUFH
ZDVRXUZD\LQWRWKHPDUNHW7KDWH[SRVXUHZRXOG
EHYHU\GLI¿FXOWWRJHWZLWKDWUDGLWLRQDOPRGHO´
7KH)XWXUHRI2SHQ6RXUFH
7 R HQKDQFH WKH PDUNHWDELOLW\ RI RSHQ VRXUFHSURGXFWV DQG SURPRWHHFRQRPLF DFWLYLW\ LQ
WKHUHJLRQLQHDUO\WKH
&LW\ RI%HDYHUWRQ ODXQFKHG
DQLQFXEDWRUWKH2SHQ7HFK
QRORJ\ %XVLQHVV &HQWHU
27%& ZLWK  PLOOLRQ
LQ VHHGPRQH\ ³:KHWKHU LW
LV DGPLQLVWUDWLYH VXSSRUW
35 DQGPDUNHWLQJ FRPPX
QLFDWLRQV H[HFXWLYH FRDFK
LQJ SURGXFW VWUDWHJ\ WKHUH
DUH PDQ\ GLIIHUHQW SLHFHV
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WKDW DUH EHLQJ EURXJKW WR WKH WDEOH´ IRU ÀHGJOLQJ
RSHQVRXUFHFRPSDQLHVVD\V+ROO\)LOHVWKHRUJDQL
]DWLRQ¶VH[HFXWLYHGLUHFWRU
6WDUWXSV WKDW VHHN KHOS IURP WKH QRQSUR¿W GRQ¶W
QHFHVVDULO\KDYHWRFUHDWHRSHQVRXUFHVRIWZDUHEXW
GR QHHG WR LQFRUSRUDWH LW LQWR WKHLU EXVLQHVV &XU
UHQWO\ 27%& KRXVHV VHYHUDO QHZ FRPSDQLHV WKDW
XVHRSHQVRXUFHVRIWZDUHIRUYHU\GLIIHUHQWDSSOLFD
WLRQV)RUH[DPSOH,Q¿QLW\6RIWZRUNVKDVGHYHORSHG
D VXEVFULSWLRQ VHUYLFH WKDW IHDWXUHV WRROV DQGPRG
XOHVWRKHOSVWXGHQWVOHDUQPDWKZKLOH2UHJRQ6WDUW
XSVFRP KRSHV WR
EH DQ RQOLQH SRUWDO
IRU QHZ WHFKQRORJ\
FRPSDQLHV%\KHOS
LQJVXFKVPDOO¿UPV
GHYHORS VRPH OHJV
%HDYHUWRQLVEDQNLQJ
RQ WKHHQHUJ\RI WKH
RSHQ VRXUFH PRYH
PHQW WR UHLQYLJRUDWH
WKH UHJLRQ¶V KLWHFK
HFRQRP\
³$ FRPSDQ\ WKDW
VWDUWV LQ DQ LQFXED
WRU KDV  FKDQFH
RIEHLQJLQH[LVWHQFH
IRXU\HDUVODWHU)RU
DFRPSDQ\WKDWVWDUWV
VLQJXODUO\ RQ WKHLU
RZQ LQ DQ RI¿FH RU
JDUDJH WKH RGGV DUH
DERXW  <RXU
RGGV RI VXFFHVV DUH
H[WUHPHO\KLJKZKHQ
\RXFRPHLQWRDQLQ
FXEDWRU´ VD\V )LOHV
³7KH VHFRQG WKLQJ
WKDW¶V LQWHUHVWLQJ LV
WKDW FRPSDQLHV WKDW
JUDGXDWH VXFFHVVIXO
O\ RXW RI DQ LQFXED
WRU WHQG WR VWD\ LQ D
¿YHRUPLOHUDQJH
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